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President’s Message 


March 29, 1968 
TO THE SHAREHOLDERS: 


__It_is my pleasure to inform you that the operating results 
in 1967 for NAVCO were the best in the company’s history. 


As you know, the decision was made some time ago that it 
would be in the company’s best interest to concentrate in the 
food servicing field. In line with this, that portion of the 
business not directly connected with the sale of food was dis- 
posed of last year. While this resulted in a reduction in our 
dollar sales volume in 1967, compared with the previous year, we 
were successful in increasing our cash flow and substantially 
lowering our long-term debt. The trend of increasing our rate of 
repayment of long-term debt is continuing and it is anticipated, 
that as a result trereof, there will be an interest cost saving of 
approximately $60,000 in 1968. 


These improvements, together with introduction of controls 
at all levels of the business on expenses and sources of profit, 
have had a most favourable impact on the over-all financial 
position of the company. 


Considerable progress was made in 1967 to improve various 
aspects of our operations. New commissaries were installed in 
Montreal, Quebec City and Preston, Ontario. The commissary 
in Toronto underwent major renovation. We are indeed proud 
of the cleanliness, efficiency and quality that is now associated 
with these food-producing units. 


The company’s fleet of trucks was expanded during the year 
under review and now includes several refrigerated vans to 
ensure safe and proper delivery of food to our customers. 


Many of our accounts, both in vending and cafeterias, were 
upgraded last year with modern, modular, matching equipment. 
The company’s mobile canteen operation in Montreal is now 
being run as a separate unit. Also, last year, a building was 
leased in Montreal to house all the company’s mobile trucks 
and a competent manager was placed in charge of the operation. 


Efforts over the past four years to acquire new business are 
beginning to show significant results. Not only is the company 
expanding in greater depth in the food servicing industry, but 
we are also acquiring larger accounts than in the past. 
We are now fortunate to include as customers such large 
organizations as insurance companies, schools and government 
agencies. One of the company’s most recent new accounts was 
a five-year contract with the Toronto Metropolitan Parks Com- 
mission. The contract gives us exclusive food and beverage 
rights for all charter ferry boat excursions. This new business 
will provide us with extra revenue during the summer period 
when our business normally drops off. 


To enable us to increase our sales volume in 1968, we 
expanded our sales forces in Montreal and Toronto. In 
addition, we will engage in a continuing program to broaden 
our sales activities among the schools, hospitals and certain 
types of public locations. In regard to the latter, the company 
has been operating profitably, for the past five months, the 
coffee bar at Britannica House, a large office building in 
Toronto. Negotiations are presently underway with other office 
buildings to determine the operation of a food and cart service 
for them. 


| would like to take this opportunity to publicly thank my 
fellow employees for the loyalty and effort which they con- 
tributed to the success of the company in 1967. | have every 
confidence the difficulties which have characterized the food 
service industry in the past few years are being overcome by our 
company and that the outlook for NAVCO is most encouraging. 


ON BEHALF OF THE BOARD OF DIRECTORS, 
M. KIRSCH, President 


National Automatic Vending Company Limited 


Balance Sheet as at December 31, 1967 


(With comparative figures as at Decembmer 31, 1966) 


ASSETS 
1967 1966 
Current Assets: 
O11 | ne ee nC een fy VOM ar eRe ne yen $ 124,406 $ 141,574 
Accounts receivable and prepaid location commissions, less 
allowancestom doubthuleaccountSma eee ner eee 29,261 21,195 
Inventories, at lower of cost or net realizable value ........ 241,913 295,012 
Prepaid expenses, supplies and deferred charges .......... 141,328 83,324 
Current portion of deferred interest ........................ 14,339 55,248 


$ 551,247 $ 596,353 


Fixed Assets (Note 4): 
Equipment, vehicles and leasehold improvements, at cost .. $4,216,811 $3,944,233 
Less — Accumulated depreciation and amortization .... 1,976,030 1,634,444 


$2,240,781 $2,309,789 


Other Assets — at cost: 


Deferred interest: sc... euiee ee ae Se ee ee — $ 67,991 
Less — Current portion included in current assets ...... — $ 55,248 

— $ 12,743 

Special. 5%. refundablettaxi=.c ten ee $ 22,995 17,157 
Location acquisitionscosts(NOte=3)/.5. en 686,244 687,219 
Financing and reorganization expenses ..................... 21,759 21,759 


$ 730,998 $ 738,878 
$3,523,026 $3,645,020 


The accompanying notes are an integral part of this statement. 
APPROVED ON BEHALF OF THE BOARD: 


“M. GOLDHAR”, Director. 
“M. KIRSCH”, Director. 


Auditors’ Report to the Shareholders 
To the Shareholders of National Automatic Vending Company Limited. 


We have examined the balance sheet of National Automatic Vending Company Limited 
as at December 31, 1967 and the statements of profit and loss and deficit and source 
and use of funds for the year then ended. Our examination included a general review 
of the accounting procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion, these financial statements, together with the notes thereto, present 
fairly the financial position of the company as at December 31, 1967 and the results of 
its operations and the source and use of its funds for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


’ Toronto, Ontario STARKMAN, KRAFT, ROTHMAN, BERGER & GRILL 
March 11, 1968. Chartered Accountants 


LIABILITIES 


2 1967 1966 
Current Liabilities: 
Om OC ie ea Ne te eh bh Yo $ 95,000 $ 113,000 
Accounts payable and-accrued liabilities .....-............. 632,503 817,729 
PCCUIGUSIICOTESE 9e cette aw bit, Aes, 2 be ts Sa tle PA 109,161 59,602 
Provision for special 5% refundable tax ..................... 22,995 US): 
Sel Cama mPAVADG Sener any titi arse ek 1g aan uae nay owes 19,648 26,196 
Current maturity of long-term debt (Note 2) ................ 225,000 110,000 
$1,104,307 $1,143,684 
Long-term debt (Notes 1 and 2): ........................... 1,436,030 1,806,877 
TOPALTLIABILIBIES] 45 2 Lees sa eae $2,540,337 $2,950,561 
SHAREHOLDERS’ EQUITY 
Capital Stock (Note 1): 
Authorized: | 
2,000,000 common shares without nominal or par value 
Issued: 
December 31, 1967 — 943,050 shares ................ $2,044,689 
December 31, 1966 — 883,050 shares ................ $1,954,689 
DGTiCiG re re re ee ( 1,062,000) ( 1,260,230) 


$ 982,689 $ 694,459 
$3,523,026 $3,645,020 


Statement of Profit and Loss and Deficit 


for the year ended December 31, 1967 
(With comparative figures for the year ended December 31, 1966) 


1967 1966 

NET SACS ee es ni fe ee ihe wees $6,569,970 $6,773,686 
Cost of sales, operating and other expenses .. _ 5,714,756 5,955,328 
Profit before the undernoted deductions .... $ 855,214 $ 818,358 
Interest on long-term debt .................. $227,253 $219,793 
Provision for loss on contracts discounted with 

finance companies not required ........ (2,831) (1,530) 
Obsolete vending equipment written down to 

salvage value, net after proceeds of sales 1,354 403 
Profit on sale of other vending equipment .. (19,891) = 
Depreciation and amortization .............. 451,099 656,984 426,970 _ 645,636 
NET PROFIT FOR YEAR (Note 4) ............ $ 198,230 $ 172,722 
Deficit at wantaryolns ont. cries aed (1,260,230) ( 1,432,952) 
Penicitrar December Si erin s,s) sce cree seas ($1,062,000) ($1,260,230) 


The accompanying notes are an integral part of this statement. 


National Automatic Vending Company Limited 


Notes to Financial Statements December 31, 1967 


1. Capital Stock 


During the year, the company issued 60,000 common shares without par value on the 
conversion of $90,000 of notes payable. 


There are employee stock options outstanding as follows: 


4500 common shares at $1.805 per share exercisable from time to time up to 
July 6, 1968. 


9,000 common shares at $1.70 per share exercisable from time to time up to 
February 2, 1971. 


25,000 common shares at $1.50 per share exercisable from time to time up to 
December 31, 1970, subject to the approval of the Canadian Stock Exchange and 
the Quebec Securities Commission. 


The company has granted to the debentures holder an option to purchase up to 

15,000 common shares at $1.50 per share exercisable on or before December 29, 1968, 

qublect to the approval of the Canadian Stock Exchange and the Quebec Securities 
ommission. 


The company has issued 200,000 share purchase warrants — 100,000 to the former 
holders of notes payable and 100,000 to the guarantors of a company bank Ioan in the 
amount of $100,000. Each warrant entitles the holder thereof to purchase one common 
share at $1.50 per share on or before December 29, 1968. 


2. Long-Term Debt 


The long-term debt position of the company is as follows: 


Debenture payable bearing interest at 10% per annum .............. $ 780,000 
Debenture payable bearing interest at 12% per annum.............. 250,000 

Chattel mortgages bearing interest at various rates and maturing 
on various: dates’.in 1968: and? 1969908 se ee 631,030 
$1,661,030 


As a result of arrangements made with certain of the debt holders, the company 
See enna it will repay approximately $225,000 principal of the long-term debt 
uring : 


3. Location Acquisition Costs (previously designated as Goodwill) 


These costs represent the difference between the cost of purchase and net asset 
values of companies or acquisitions at the time ownership was acquired over and 
above the cost of equipment acquired (principally vending machines). 


4. No provision has been made for taxes on income as a result of applying losses of 
prior years against current income. 


The company has claimed for tax purposes, capital cost allowances in excess of the 
depreciation and amortization recorded in the accounts. The undepreciated capital 
cost for tax purposes, is approximately $20,000 less than the net book value as shown 
in the balance sheet. 


5. During the year, salaries paid to Directors and “Senior Officers”, as defined in The 
Corporations Act (Ontario), amounted to $82,390. 


National Automatic Vending Company Limited 
Statement of Source and Use of Funds 


For the year ended December 31, 1967 
(With comparative figures for the year ended December 31, 1966) 


Source of Funds: 


1967 1966 
NEE Dot telon Veal ia. Liem kor se err meee ted $198,230 $172,722 
Depreciation and amortization! corurt ahatalose anes skh on eh elhes adules 451,099 426,970 


Funds provided from operations (“cash flow’) .................... $649,329 $599,692 
issuances or- capital Stock-(Note: 1) oe enon. 2a ds coe Chen caeed — 25,350 
Reductions (additions) to location acquisition costs .............. 975 (4,800) 


$650,304 + $620,242 


Use of Funds: 


Net decrease in long-term debt (Note 2) ....0...000 0... eee. $268,105 $ 42,915 


Less — Conversion of notes payable to capital stock (Note 1) ..... 90,000 se 
ne 3 $268,105 $ 42,915 
Netiaaditionsatosixedsassetsi sate an eeiees b eae ee 382,092 600,504 


ere he niioers reid 5,838 17,157 


$656,035 $660,576 
Net Decrease in Working Capital ....................5.... epee oe $5731 $ 40,334 


The accompanying notes are an integral part of this statement. 


National Automatic Vending Company Limited 


Five Year Financial Record 


1967 1966 1965 1964 1963 
NGteSRiGS ote kegs Pee rit exes $6,569,970 $6,773,686 $5,883,745 $5,965,278 $6,082,077 
Costs and Expenses: 
Cost of sales and operating 
EXOENSES #50 e Fs ok ee $5,714,756 $5,955,328 $5,205,658 $5,553,037 $6,063,275 
Interest on long-term debt... 227,253 219,793 200,204 180,783 160,610 
Denreciationc- c.o6. cers eae 451,099 426,970 358,775 333,189 314,348 
Development costs written off — — = ae 28,617 
Obsolete vending equipment 
written down to salvage 
CELT NS Ay eee ere ee ae 1,354 403 9,381 2,190 309,040 
Profit on sale of other vending 
SGipmMenta von cewek ts (19,891) = ae = Se 
Provision for loss on contracts 
discounted with finance 
POMIDAIOS sei arycen te eid ok (2,831) (1,530) (2,776) (2,798) 70,000 
OT Ee ges Fy 25 6a eee cB $6,371,740 $6,600,964 $5,771,242 $6,066,401 $6,945,890 
Net Profit or (Loss) ............. $ 198,230 $ 172,722 $ 112,503 $( 101,123) $( 863,813) 
Per Common Share 
Shares outstanding (end of 
TEC ORD + et Og ie eR RS 943,050 883,050 866,150 865,784 859,034 
Income per Share. ...2. 5 vs foe Ole Ss 020 $7 SOIR SO O12) $C 1.01) 


Cash flow per share oe 
(before depreciation) oe: 0.69 S$) 068-5 4055 3. 027 $C. 028) 
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Directors 


MAXWELL GOLDHAR 
MOREY KIRSCH 
KENNETH KELMAN 
IRVING TENNEY 
ROBERT J. HEROLD 


Officers 


Chairman of the Board 
MAXWELL GOLDHAR 


President and General Manager 
MOREY KIRSCH 


Executive Vice-President 
KENNETH KELMAN 


Secretary-Treasurer 
A. RICHARD BALICK 


Vice-President of Sales 
FREDERICK C. STICKLEY 


Head Office 


26 DUFFLAW ROAD 
Toronto 19, Ontario 


Auditors 


STARKMAN, KRAFT, ROTHMAN, 
BERGER & GRILL 
Toronto, Ontario 

Transfer Agent and Registrar 


CANADA PERMANENT TRUST COMPANY 
Toronto, Ontario 
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AR12 LA COMPAGNIE 


NATIONAL AUTOMATIC VENDING COMPANY LIMITED 


Rapport pour Vingt-quatre 


semaines prenant in L 


16 juin, 1967 


FOOD SERVICE 
NATIONAL AUTOMATIC VENDING COMPANY LIMITED 


Keport for SIwenty-four 


weeks ended June 16, 1967 


